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fhis paper hes been prepared to show how the J, ©, “avy came 
te the exclusive use of petroleum fuel for all ships end to trace the 
development within the Department of Defense of an organiszetion for the 
procurenent end Cletribution of patrolewm procucte,. 
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ie INTRODUCTION 


Tt fe w well known fect that the ships of the Ue So Revy ebtatn 
their propulsion power fron petroleua products. Large ships use fuel oil, 
eel] ships end submarines use diese] ofl, This fact did not occur suddenly 
but wes a process of gradual evolution from the burning of coal, It is inter 
eeting to trace the steps in this gredeal evolution and to see what obstecles 
had to be overcome by the carly planners, There were sany controversies but 
the many advantages offered ty potrolewsa fuel overcame the objections of the 
"Alewnards,” 

Prier to the development of air power, the Mavy was always regarded, 
ithout quecbion, as the nation's first line of defense, Certainly dering 
the time of conversion fron coal fuel to o11 fuel the men In responsible posi- 
tions felt thet they should prooecd aost carefully due to the poselble effect 
on national security, Thet security would be jeopardised if they converted 
the ships of the Navy to ofl fuel and then fowl thet the ofl reserves of the 
Us 3. were not sufficient to provide an adequate supply. Men of industry ore 
frequently irked by the delay cn the part of government officials in snking 
Gecisions, In many cases the delay is not Justified but in many others reason~ 
able men in industry will realise the farereaching consequences which will re- 
eult ani much investigation amet precede the decision, It is hoped that this 
paper will indleste the thoroughness of investigation prior to eouplete con« 
VerElane 

When the poliey of petrolewa fucl for shipe was fMiraly established 
the problems of procurement en’ dletribution were not diffioult of svlution 
pricr to Yorld Ver I, Nor wore thay very troublesome during that war. In the 
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peaceful perled between World Wers I and It econony wae the watehword, the 
araed services vere cut down to a skeleton framework, and the procurement of 
fuel wae a anal] <etail in the Bureau of Supplise and Accounts of the Navy 
Department. With the outbreak of wor between the U. &, end Japan the demant 
for fuel became tremendous and eventually led to the formation of a special 
organization to selve the probleme of procurement and distribution of petroe 
loum fugl not only for the forces of the U. 5. but aise for those of our 
Allies, 

A brief history of the Aray-lavy Petrolew Board, mow known as the 
Wanitions Board Petrolewa Gommittes, should be of interest to members of the 
‘petroleum industry if only for the fact thet 4t is now the nost important 
agency of government which handles petroiew: mutters, Ga a lower echelon is 
the Armed Services Potrolewa Purchasing Agency which ie the single agensy pur~ 
ehasing petroleum products for the Department of Defense. The organisation 
amd charter of this agency are provided for information, 

it is the purpose of this paper, after tracing the developaent of 
the organizction in government for the procurement and distribution of petro- 
lew, to offer suggestions as te posaible improvement in this organization. 
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ii, HISTORY OF THE USE OF PETACLEUM AS FURL 
RM WAVAL VESSELS 


ie Prior to 1900 

The first known use of petrol@un ac fuel for weter-borne power 
Plante wes in the cralt opersting in the Gesplen Sea ané on the Volga River, 
Thig was te be expected dne to the Bake of] fields, the world's oldest, being 
in the vicinity om! thug sesuring power plants both afloat smd achore of a 
continuous supply of fuel,’ The first ofleburning nan-ofwar wos the torpedoe 
boat, SUNDURTAND, built in Rnglend, A canplete account of her trials was set 
forth in "Engineering! iseue of January 19, 1890, and it was stated that the 
olleburning fostures were highly successful, However, nothing further was 
heard of the SUNDERLAMD, The ship ie not inoluded in any Navy list from 1890 
te 1900, It is preaumed thet either the ship wa left in the hands of the 
builders or ite name wae chanced. It is further prequmed that the firct 
accounts of the success of the oll-burning equipment wore not well-founded, 

Ttaly was the [iret netion to take the initiative in experiaenting 
with suse success with petroleum fuel for naval vessels, An unusual mothod 
was used in that the ofl wes sprayed over the hot cowls in the furnace, A 
torpedowhoat was used Tor the experimental work in 1agl, As & result of these 
experinents, eight torpedo-boats wore thus equipped by 1u95.+ 

The first recorded ocean voyage of a aliip using only petrolew fuel 
was that of the BAK STANDARD, which made a round trip between Mnglend and the 
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U. S. in 180k. It is noted that steam atomigation was used and the ship ex- 
pended more water than oll during the trip,+ 

The U. 3. Nevy had long been interested in the possibility of petro- 
leum fuel for its ships. A report by the Engincer~in-Chief in 1897 stated, 
".sesfrom 1867 to the present time the Bureau has, at intervals, conducted 
experiments with verious forms of apparatus and kinds of fuel cllsees" The 
first definite official recommendation made by any naval official urging an 
actual seagoing oll~-burning installation appeared in the report of the Engi~ 
neer~in-Chief in 1888, It was not until seven years later, 1995, that it was 
recommended that experiments be conducted to determine the value of petroleum 
fuel for torpedo«boats and smaller types of vessels. In 1096, succeseful tests 
were made using o11 fuel in a enall torpedo-boat carried by the MAINE, In 
the same year, it was decided to put an oll-burning installation inthe torpedo- 
boat maned the TALBOT, War with Spain caused cancellation of this project and 
it was not until 1099 that the teste scheduled for the TALBOT were begum. 


Results were very discouraging. Ho nore then three-fourths of full power could 


be developed and that only for a short time, and the euoke nuisance was as 
serious as when burning soft coal, 

It must be remembered that the greatest hindrance to the assured 
development of olleburning equipment and eventual installation in ell ships 
was the uncertainty of the source of supply. The o11 incustry was in its 
infancy. Hot auch was known about how much of] the United States could pro- 
duce and for how long. Even with plenty of o11 available there was the large 
problem of distribution, 0411 could not be obtained for navel ships in all 
ports of call, 

So the Navy came to the end of the nineteenth century with very 
little having been done on the long road of complete conversion from coal to 
petroleum fuel, 
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The twrn of the conbury brought new information regarding the of1 | 
potential of the United States, The discovery of of] in the Spindleteop field 
in 1902 lessened the fears of thove who were concerned over the possible 
early axhavetion of cur ofl supplies, It aleo eauced the o11 industry to 
actively seek new customers for the large ssount of o11 flewing from new wells, 
If the industry could convince the Navy that oll would suteperfors coal in 
aotual boiler operation then it would gain a large custemer anc indirectly 
cause merchant fleet oenere to convert to oil. 

The O11 City Roller Yorke erected a boiler in Fashington and was anx 
fone to have it tested for naval use, The Bureau of Engineering of the Savy 
was equally ancious to find a satiaefactory woter~tube holler emi, since the 
exhibitor paid the expenses, willingly set up 2 board te test the boiler, The 
report of the Navy Liquid fuel Board® stands out as one of the world’s finest 
engineering classics. Among other things, the report hae been styled “the 
Bible on liquid fuel of the British Admiralty."2 the Board functioned for 
two years (1902190) and the report contained thirtysthree paragraphs of con~ 
@lusions, f these the first sentence of paragraph 31 ie perhape the most 
important: "31. The Board regarde the engineering or mechanical fexture of 
the liquid fuel problem as having been practically end satisfactorily solved...” 
However, in all actusl experimentation work the Boord utilised steam atosizers, 
The superiority of sechanical atonizers was recognined tut no specific reson 
mendation regarding them wae mada, 

fhe fuel of1 era in the Savy may be marked ae having commenced in 
1907. Sontracts were let in thet year for the construction of two battleships, 
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Sentained in the specifications waa the following paragraph, "Provision will 
be aade for burning fucl oil in the furnaces."° The usual provisions for 
¢eoal burning were sleo included meaning that the fuel of] was to be burned 
during auxiliary operstion, One provielon which upset the contrecters was 
that, mechanical atomisers were required. No etusleers of this type were 
evallable in the 1, &S, althoug) three mioceseful ones hed been developed in 
foreign covntries, one each in England, France em) Geruany. The Navy knew 
of these sucessaes and desired to force the of] equipment mamufseturers in 
this country into developing the mechanical atemisers, fo use steam or eir 
stenisation would require either large eveporaters to provide the water or 
heevy aix compressors for the elr gupply. 

At the end of thie period, the Mevy had a feirly well settled policy 
regarding fuel ofl, The development of fuel o11 as the sole fuel for des- 
troyers hed continued since 1599 and proved so successful thet ail deetroyers 
built efter 1907 were oil burning. And the policy for battleships was to use 
oi] as sn ouxiliary fuel, 
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The first oll-burning destroyer was cowsieeloned in September, 

1910, ‘The suscess of the installation wae apparent frou the entimsaiastic 
reports received, The battleships which had suxiliary oll-burning apparetus 
used it at every opportunity, The time was rapidly approaching when the 
final leap to oil fuel exclusively should te made, In the letter part of 
I9ll, plans were laid down for the construction of two battleships, the 
ORLAMSMA and HEVADA, Although eti1) not certain thet a1] logistic probleas 
could be solved, the Nevy Department designed these ships for the exclusive 
use of fuel oil. 

Ae the size an’ speed of capital ships increased, the engineers re- 
quired sore space, more weight, anid aore men for operating the power plant, 
By ueing of1 fuel it was found that, in addition to the increseed efficlensy 
ani raciug of action, it was possible to return to the constructors one-fourth 
of the weight, one-fifth of the spece, and release onewthird of the men waually 
required for coal burning operations, 

The old question of the aaount of oi] reserves in the 0, 5, contimned 
to plague responsible officials, Mow that capitel ships were being built with 
out features for cos] burning, 1+ became necessary to obtain the anewer to the 
question, "Can enough oll be aseured for e sufficient length of time to justify 
the Navy's adoption of fuel ol] to the exclusion of coal?" The Seeretary of 
the Navy asked thie question of the Secretary of the Interior in 1912, He 
replied that the eupply could be sewured for the probable Life of any ship 
Dullt curing the next ten years. As a result of this aveurance, the Seoretary 
ef the Navy announced in bis report for 171, thet in the future all fighting 


ships built for the U. &, Navy would turn of1 solely. 

Once the firm policy of uelng fuel ofl exclusively wee eatebdl iets d 
the next problem weg that of distribution, to make sertaln that stocks of 
fuel ofl were strategicaliy located in eufficient ssountse to serve the needs 
of tie Fleet, This required the bullding of storage tanks, tenkers, barges, 
end terainal facilities, And, since foreign navies closely paralleled the 
U, S. developuent of the use of oll for fuel, facilities wore available for 
Obtaining ofl in foreign ports, The bullding program for distribution pro~ 
seeded slowly but with sufflelent speed to be eble to furnish ofl to the ships 
which were gradually coming off the ways, 

One of the nost troublesome and, at times, scandalous projects of 
the Navy at tis time wae the dealgnetion of certain public lands ae Neval. 
O11 Reserves, On August 5, 1912, Naval Petrolewa deserve No, 1 was designae 
ted a6 a portion of Elk Mills, Galifornia. On Decewber 12, 1712, No. 2 was 
designated contiguous to No, 1 and located in the Buena Vista Hillis. No. 3 
was designated on April 30, 1915, and located south of the Salt Creek field 
in Yyouing. The objections of the of] industry to these withdrawals of oublic 
land from oll exploration and developzent resulted in auch litigation, Manipu-~ 
lation of these lands ty a later Secretary of the Interior caused the Teapot 
Dome scandal, (Reserve No, 3). All of these roverves were an effort on the 
part of the Navy Department to assure itself of an adequate supply of oft 
beyond the time linit sct by the Seoretary of the Interior in 1912, 

As time vent on and were ships, both navel and merchant, were built 
te burn ofl exclusively, the question of continued supply was raised nore and 
wore frequently smi finally brought to a head ty a letter from the Engineer 
insGhief of the Wavy to the Secretary of the Nevy on April 15, 2916, The 
first two paragraphs of this letter are quoted on the following page to illus- 
trate the thinking on the subject at that time and, particularily, to note what 
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the estimate of the petroleum reserves of the nation wes in 1916, 


“l, The queetion of the supply of fuel of] for the fleet 
is of such greet importance thet the Bureau belleves that it 
should be taken up and seriously studied at once in order thet 
ihe necousary informetion may be had as to the cheapest fuel o11 
that may be need, the quantity and locetion of storage thet should 
be provided, the methods that should be adopted for providing the 
eurrent supply, and the plena that should be formulated ani 
followed in order that the Nevy may be assured of an adequate 
future supply ond in order that the Havy Department may intel li- 
gontiy end safely continue ite pollay of building of1-burning 
ves 

Ze The Departeent of the Interior estinates that there 
reaning in the oil Plelds of the nation a supply for only twenty~ 
five years, avd a recognised authority on this subjeet states: 

'In the exhaustion ef ite o11 lwxis and with no sasured 

source of domestic supply in sight, the Gnited States 

is confronted with a national of the firwt magni~ 

tude, sie We oust elther plen for the future or xe must 

pass inte a condition of osmercial vassalage, in tine of 
peace relying on some foreign “etcntng for the 

wherewith to lnieleate the highways of commerce, in time 
of war at the merey of the enemy who may either control 
the source of aupply or the means of transportation,** _, 


The letter ended with s recoanendsation that a Board be appointed to study the 
problem, The "Board on the Supply of Fuel £1 for the Navy" was appointed on 
April 25, 1916, 

The Board made an interin report on September 721, 1916 which carried 
only two recousondsations: 

1. That areas of the public douain cnichidiihas oil shale deposits 
be set eaide as naval reserves; and 

2, That an additional nevel petrolew: reserve be sot aside in the 
Osage Indian Reservation, | | 

The final report of the Roard was subaltted on Devember 22, 19146 and 
contained many recowendstions, bat for the purposes of this paper only those af 
interest to the of] industry will be quoted. 

"The supply of petroleum which the 0, S. 

estimetes to be contained in pools within the continental 


limits of the United States 1s twenty~eight times the pres- 
ent anneal consusption," 
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Here, again, is a completely erroneous estimate but no doubt was the best 
that could be aede with the informetion svailable at that tine, 
"If we depend upon the domestic petroleum markets for 
our supply of fuel of], the coot, already from two to three 
times that of coal in the Atlantle Ocean, will rapidiy in- 
eresse to @ prohibitive figure, and in the near future the 
extent of this eapply in time of wor will not ovifice for 
the needs of the fleet.* 
Yortunately this prognostication did net come to pass and, es is well known, 
the ol] industry wee able te reduee rather than increase the price of fel 
oll, 
"The method of Insuring an adequate and depemleble 
reserve of of Sckdies Ba auunetiione sulcus cameiiee 
the Navy ie by im winssallable 
United Stetes lamis with ouffiolent yetrolew content," 
This statement was probebly dictated by the estimate of enly 28 yeors' supply 
of petroleu, 
*A large portion of the cost ef of] in the Atlentic ise 
due to transportation, The cost of chartered transportetion 
has always been at least twice thet of trensportation in 
navel tankers, and at present is six times as expensive,” 
The avy needed tankers 2t this time and this statement wes presented es justi- 
fication for a bullding program. If Congress cen be shown that hy providing 
neval tankers soney san be saved, then the chances of obtaining appropriations 
for this purpose are enhanced. The next quote proves this point. 
"The Board therefore urges the construction of naval 
tenkere in muibers requisite for the needs of the Tieet. In 
adgition te these required in the Train, the Board recommends 


that there be completed by 1919 four naval tankers to carry 
oil from Gulf ports to the Atlantic seaboard." 


Sech action is usually protested by merchant shipping companies who stend to 
lose governnent revemes, 
aune Resre Yeouments the sumeiwurtien Of & Supping send 


peake, of a capnoltyto provide 
. of the fleet in 1719, By 


ll. 


ean be produced at a net cost less then oneethird the present 
cost. The advisability of constructing thie plant ie suggested 
by the following considerations: 
(a) The Navy as @ large consumer needs an intinnte 
knowledge of processes of refining, in order 
that it may control the cost and intelligently 
(b) Various grades of crade ofl may be purchased as 
market, conditions warrant, and converted! into 
fuel gasoline, am! lubricants of the speci- 
fic qualities beat suited to naval use.” 
Here was the opening wedge for the government to go into the refining business, 
flad this recomeenistion been acted upon 1t was intended to go further inte 
the of] business by drilling wells and tuilding pipelines to thie refinery, 
Fortunately, the government stayed out of the of] industry which proved iteclf 
Capable of taking care of the Navy's needs as well ae those of the civilian 
population. 

Tis, the Nevy caac to the close of thie period with « sest canplete 
and thorough report besed on an investigation conducted by a board of officers, 
the two senior members of which had been ective in advance of fuel of1 since 
their service youth, The recommendationa of this board were seseping but they 
eould have been followed hed normal developuant not heen interrupted by rapid 


war preperations and very shortly thereafter by hostilities, 


mw tue? ae fHu ee 
C09 gu idourwer.:. tif 


- « ates, thr: Af rey {pent ri boc! fo oo ” od 


Ge are y 


mid : 


i 
wae : 
» 
a = i 
4a) ; 
. 
p fe. 


E> 


® 


I 
' a pay 
i 
- — 
| 
| 


Le 


III. PROCUREMENT 
A, Prior to Gorld Yar IT 


The ssount of petroleun fuel required by the Navy increased cach 
year after the decision was meade to build ships equipped for burning oil exelu- 
sively. ‘The problems of procurement and distribution mounted proportionately, 
But as ofl requirements increased, coal requirenents decreased and the Fuel 
Division of the Bureau of Supplies and Accounts was able to handle the situ 
tion. During World War I sufficient fuel was obtained and distributed te 
‘take care of the needs of the Fleet, However, et this tine a new elenent 
began to grow in importance and that was the internal combustion engine, The 
passenger car, truck, tank and airplane all took on new importance and were 
used extensively with resultant large dezands for fuel, Thus began the inde» 
pendent, non-relsted procurement sethods of the Aray and Navy to obtain their 
requirencnts of petroleum, 

After Vorld War I, the Navy settled down to peacetine operations 
ané hed little diffieulty with procurement. The procedure would be ae follows: 
The Chief of Naval Operations would determine what ship operations would be 
carried out curing the coming year, The furenu of Engineering would translate 
these movements into fuel requirements, These requirements would go to the | 
Bureau of Supplies and Accounts, Fuel Division, where bide would be solicited, 
contracts let, and deliveries made where and when required during the year, 
It will be noted that this was a completely independent operation completed 
without reference to other government agenclos. 

During the 1930's snother factor entered the problem of procuresent, 
That was the growing iaportance of air power, Uaval avistion was expanding 
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rapidly as carrier planes and operations were developed, The Amay Air Corps 
increased just as rapidly. The result was coupetition between the two agen- 
cles for eviation gasoline, And because of differing ideas on specificetions 
aniues of this gasoline it could not be interchanged between the services, 

The situation in 19)0 wos such, with auple production capacity in 
the U. Se, that neither government nor the armed services wore auch concerned 
for thelr petrolews supply. In fact, during Aray mancuvere in the South at 
ane time, both sides were being supplied with fuel fron the same coupany with 
the same equipwent and that wes done right at the slauleted front lines, ‘The 
Savy wan in a scauwhat better position in that they had their ow tankers, 
storage tanke 2nd supply lines, Exercises hed been conducted at fueling et 
goa with considerable euccess, These exercises paid off during World Yar IT 
when it was necessary to keep ships at sen for sonths st a time. 

Se it would seem thet the arsed services approached World War II 
eat © certain anowst of conplenesy sith regura to presereient end Geto 
tion of petroleun. 
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B. During World var ai 


The advent of World Wer II brought chaos to the crocurement proceq 
dures of the armed forces, No longer could the Army and Navy operate on 2 
"tank wagon" and “tank barge’ basis, that is, enll up the nearest of] com 
pany end order a few thousand gellons delivered at a given point by a certain 
hour of a day. We longer could they, or consumers in civilian life, or our 
Allies, buy competitively such products as they thought they needed and 
- pequisition euch shipping facilities when and as they thought they needed, 
each without reference to what the other might be doing, The estinates of 
requiremonts to wage war were continmally being revised upward bat few men 
welized that eventually they would reach the staggering preportion of half 
‘the maintenance tonnage of our invasion forees, With ouch tressndous amounts 
of petrolews to handle, the procurement methods of the armed services bogged 
down early in the conflict, 

Fortunstely, two men entered the services of the goverment at this 
time, one in the Navy, ?. %. Carter, and one in the Aray, Bs % Pyron, Poth 
had considerable experience in the ofl industry, Carter with the New England 
O11 Co., then with Shell, and finally as an independent producer in the South- 
westy Pyron with the J. M. Guffey Petroleum Co., then with Gulf, Tt was inmme-~ 
. @lately apparent to these men that coordination of effort and cooperation of 
action were laperstive if they wore to bring order out of chaos, 4s a result 
of their efforts the Aruy-lavy Petroleun Board wad created by order of the 
Sonmanding General of the Aray Service Torces and the Vice Chief of Naval 
Operetdons on July 1h, 19h2. The Boardts first instructions were, “to coordin« 
ate the efforte of the services in all petrolew matters," It wos goon found 
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necessary te increase the strength of this epency, so it was designated a 
subedivielon of the Joint Chiefs of Staff in Jamuery of 1913. 
4s set up and operating during the war, the AWSPD wae to perfors 
the following functions: 
"1, The Board is to bring about close cooperation between 
the Wor and Navy Departments, while maintaining close liaison 
with the Petroleum Aduinistration for Yar: 
2. ‘The Bosrd ie responsible for gathering and preparing 
full infarastion on petroleum producta for the Wer end Nevy 
Departaents: 
3. The Board deternines and consolidates the requirenents 
oil industry to provide those requirements, in collaboration with 
petroleum product the 


PAW; determines and designates for each 
appropriate procurement agency or Racy ed pace eco 
makes certain the full coordination of euch preeurement, overseas 
Shipsent and storage of all such producte: 

le The Board has to see thet the necessary petroleum pro~ 
— are ot the designated delivery points at the specified 

2 


S. The Board represents the Joint Chiefs of Staff, on all 
petroleus matters with other Allied Nationa,"5 


Garter and Pyron soon brought inte the armed forces additional wn 
of experience in the oil industry. Soon a world wide orgenization was funo~ 
toning efficiently to procure and distribute petroleum to the free world. 

The cornerstone of operations of the Board rested on the operations 
of the Aren Petroleua Officers, These representatives of the Board wore 
stationed in the five theaters of weary Yorth Africa an? the Yediterranean, 
North European, India-furma, Pacific, and Latin America, it was the duty of 
these officers to estinate the requirements of their theaters for four manths 
in advance with aonthly corrections to bring the estimates up-to-dste, And 
these reports were sot mailed beck to Washington, they were carried beck per~ 
sonally by a representative of the APO who would be on hand to explain any 
item not quite fully understood by the Board, The record speaks for liself 
of the suscess of this splendid organisation which resulted from the efforts 
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af two outstanding men of the ol] industry. 

At the end of Yorld Nar Il, Wosington, Dy CG. was the ofl center of 
the world, primarily because the ormiece, navies, and air forces of the Tuited 
Nations were being supplied from that clty by means of the Aray«levy Petroleua 
Boerd. As peace came to the world once more, those in responsible positions 
moved to strengthen and perfect this organisation se that, should war come to 
this mation again, the chaos which ocourred at the beginning of World Way IT 
would not be repeated, 
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Ge After World War IT 


Proeuronent of petroleua for the Navy was consolidated with the 
vequireaents of all other govermsent agencles curing Vorld War II ox a reeult 
of the establishment of the Arsy-llavy Potroleus Board, This was proved to be 
the proper procedure, However, with the advent of pesce many of the men of 
the of] industry who held key positions on the Board were anxious to return 
to eivilian life end rightly so, Sut their pleces could not be taken by 
eareer line officers because neither service hed the mon with ouffielent ex 
perience, In addition, one of the azost iaportant functions of the 4-li/D was 
Glow liaison with the Petroleum Adalnistration for War functioning under the 
Departuent of the Interior. A few words regarding ite demise ere in order at 
this tine, 

The President, on May 3, 1946, wrote a letter to the Secretary of 
the Interior and, because it is the basis for the action which followed, the 
first four paragraphs are quoted below: 

“ir, Dear Er, Secretary: 

In keeping with the Administration's policy of winding up 
the affaires of war agencies as quickly as possible after their 
emergency responsibilities have been dliacharged, I have acted 
upon your recommendation to terminate, effective May 5, the 
Petrolewa Administration for Wer, which has so successfully com 
pleted ite wartime assignment. 

I aa in agreement with your views that steps should now be 
taken to aovure coordination in peacetime of the Fuderal Govern- 
ment's many interests in petrolewa, petroleum products end asao~ 
elated hydrocarbons. 

To the extent possible one agency sust bear the primary 
sc der ge: ag gute tse Sonat ype for leadership and 
inforaation for the mumerous agencies of ihe Federal. Govarancut 
dealing with petroleus, I, therefore, request that you under~ 


be ae the ini tative in obteining coordinstion and unificetion 
of Federal policy and sdainistration with respeet to the functions 
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and activities relating to petroleun carried on by the various 
departaents and agencies, “here practionble, ani appropricte, 
govermaontel setivities releoting to petroleum should be sane 
treliced and I ask that from time to time you subnit to ma, for 
consideration, proposals looking to the accomplishaent of this 
objective, 

You should, through such office as you designate, serve 
ag the channel of comamicetion between the Federal. Gevernnent 
end the petroleum industry, and as the lialeon agency of the 


a pon aetumhiak an Salaaber amanaamhae 4 it end advise 
with yous” 


The Secretary of the Interior took prompt action, On May 6, 1945, 
the O11 am! Gas Division of the Department of the Interior was cetablished to 
earry out the suggestions of the President. Hovever, the civilian coneultant 
suggestion of the President was not carried ont until March 29, 19h7, when 
the Militery Petroleun Advisory Cansittee was established am! the introdvo~ 
tory paragraph of that order is quoted below: | 


“Pursuant to the President's letter of Nay 3, 1946, = 
, lished a ¥4 


members of the industry appointed to acubership ty the 
Secretary of the Interior, to provide Ghairaen of the 
Navy Petroleun and the Director of the O11 snd Gas Division 


with expert compel, advios, and information on 211 ol] and gas 
matters relating to national security and defense which aay be 
properly brought before the Comal ttee,” 

On October 7, 19h3, the name of this Comittee wes changed te the 
“Wilitary Petroleun Advigery Board" and certain additional duties were 
aepigne? to it, Its position in the Notional Grgenisation for Petroleum is 
indiested on the chert, Appendix I, 

Shortly after the outbreak of hostilities in Korea, the Petroleum 
Administration for Defense was set up in the Department of the Interior ent 
is now functioning in auch the same manner ae the Petrolews Adsinistration 
for Way did during Vorld War Ii, 
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The Araysllavy Petrolewa Roard as osteablished in 1912 was recone 
atituted the Armed Services Petroleum Reard by Secretary of Defense Forrestal 
in February, 19)0, ea a doerd tomerste jointly under the Departments of the 
Aray, Navy, and Air Foree which had previously been set up under the Motional 
Sseurity Act of 19h7, ‘This Board was responsible to the Secretaries of the 
Aray, Nevy, end Air Porce for petroleum ustters, and also, to 4 certein extent, 
to the Munitions Board, the Joint Ghiefs of Staff, and the Research and 
Bevelopuent Board, It may be readily sven that with so sany “bosses the 
| Board would not fimetion anoothly and reorgenieation would be required, It was 
not long in coming, On May 3, 19h9, the Secretary of Defense directed that 
the Board be transferred to the Munitions Board and renamed the "Munitions 
Bosrd Petrolewa Comittee," Thet is the organization we have today an? ite 
charter is appended in Appendix IT, 
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IV. PAZSENT PROCEDUAE FoR PROCUREMENT 


As The Armed Services Petroleum Purchesing Agency 
1, Origin 
; Previous diseussion in this paper hes dealt vith the organisation on 
a high level which deternines requirements and distribution of petroleum pro- 
ducts for the use of the Armed Services, The organisation on a lower level 
which does the actual purdhasing is the Amaed Services Petroleun Pourchasing 
Ageney hereinafter referred to as ASIA, 

Priory to and during World War Ii, each department purchased its own 
requirements in potroleus products, Thies procedure had the advantage of 
direct control ant perhaps leads to sore care in deteraining requireaents. 
It had the divadvantages, however, of leading, in eone instances, to coapeti~ 
tion between Departsents for products, as well as duplication of effort. To 
remove theee disadvantages and, in addition, to cive industry one agensy to 
contact relative to allitary purchase requirements in petroleum, ASPPA was 
established. Thie agency has the dual aission of qontracting for the mllitary 
gene in petvelow and ulso te & certain extent evranging for and gocurdien 
ting their distribution, Personnel for the Agency came from the petrolous 
purehssing sections of the three Depertments end officlaliy began operating 
on May 1, 1945, Authorised strength le nine officers and 73 civilians, The 
orgeniastion chart and charter are appended as Appendix III emi IV. 

2, Procedure 

The requirements of each Department for the fiscal year are obtained 
by April of the preceding yoar, Contracts are made wounlly on a six months 
beslo, Yormally, awards are «made to suppliers in December and dune of each 
year, In many cnses lack of storage space makes it necessary to accept delivery 
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in coaparatively small aneunts and the governnent must depend on industry to 
carry in tte cletribetion system the otecks necessary to provide a mnooth 
uninterrupted Slow of products, 

Procurenent methods vary with conditions, hen petroleus products 
wore in short supply three years ago virtwally all procurenent was es « 
result of negotiation, when the supply is edequate, procurement, for the 
most part, results fron formal advertiseaunts 
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Ve GONCLUSIONS 


Que conclusion which may de drew fron the foregoing discussion 
ia that in the technological development of of1 burning equipment, the U. 5, 
Nevy end the equipsent industry cooperated very closely. oth parties were 
intensely interested in tuilding up the use of petrolewn oe fuel for ships; 
industry, because of business reasons, and the Navy, in order to increase 
the effectiveness of ite fighting units, It is fortunete for this country 
that responsible men in business and government have been endowed with the 
ability end aggresaivencss “hich caused them to continually seek new and 
better acthods of technical eccomplishnent. Sy so doing, they have brought 
tids country to ite present high standard of living, an! the aracd forces to 
their present great strength, 

The great demand for petroleus during World Wer II could have been 
eanee for the government to take over the petrolews industry es it did the 
rallrosds during World War I, That this event did not come to pase is due 
to men of the industry whe entered the armed services and saw to it that of1 
wae delivered in the right macunt of the right kind, at the right plece at 
the right time, They did this by avoiding clashes of personalities and cut~ 
ting red tape to the minisw:, This outetending exemple of close integration 
of governaent and industry shows that a large task can be sccomplished in 
this manner harnoniously and efficiently, 

The present organization fer the handling of petrolewa in governnent 
ean prove its efficiency only when put to the test should « major war descend 
upon us again, if that happens, there is mo doubt that wen of the of] indus. 
try will once sgein take their places in the organization to provide the 
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necessary mncoth flow of oll, In the meantime the Aray end Bevy will train 
@ saall ovaber of officers to act ae a mucleus around which the lerger organi- 
gation will be built when required. 

An inspection of the chert of the "National Organization For Petro~ 
leun", Appendix I, reveale ea rather complex set-up. Perhaps the very nature 
of a large bureaucracy requires such complexity, However, during World Yar IT 
the organization was 2mch sore simple and functioned efficiently, The Aray~ 
Navy Petroleum Board cane directly under the Joint Chiefs of Steff. At present, 
this Board has become the Munitions Board Petrolewa Gounittee and is respon~ 
' gible to TWO agencies, the Munitions Board ani the Secretary of Defense, The 
question arises as to why, when the country hed « winning combination which 
proved itself in World War IT, the organization wes changed? One of the objects 
of wnification of the Armed Services was to simplify the organization, yet it 
is obvious in this exaaple that « subordinate part of the Defense Department 
became much wore complicated, Wo doubt there were good reasons for oxch step 
in the evolution of the present organisation for petroleum adainictration, bat 
it seems to have become auch more cumbersome then was the original intention, 

Again referring to Appendix I, it will be noted thet there ore five 
agencies under the President which handle, in came manner, notters pertaining 
to petroleum. This seems to be a wide spread of personnel and provides the 
possibility of duplication of effort. Two possible solutions are offered which 
might lead to simplification: (1) Gosbine the various sub-agencles unler one 
existing Departuents or (2) Create a new Department under the President wich 
Will handle all petrolew: matters for the Goverment, 

(1) The Bopartment under which it seems logical to combine all petrol- 
lew oubmagencles is the Departwent of the Interior. This Departaent now has 
wumder it the Bureau of Mines an’ the Petroloun Aduinistration for Defense (PAD), 
These two egencles could be used as a nucleus to form o Bureau of Petroleun, 
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deQe, the Petrolewa section of the tuveen of Mines combined with the PAD, All 
petroleum agencies of other Departments would then be integrated into this 
new Bureau, in this wanner, one Departaent would be responsible for procuree 
ment and distritation of petrolews products for all other Departacnts, 

(2) The erention of « new Peperteent uncer the President aight be 
justified by the Increasing importance of petrolews in the coonomic life of 
the nation, International crises frequently arise on the subject of petrolews: 
as exemplified at the present time by the Irenten of1 situation, Until the 
time when new power eources cre developed, euch o¢ atomic power, future vere 
will be won by the country possessing the greatest eamount of of1 and the techni- 
eal knowledge for ita use. The concentration of #11 petrolewn experts now 
in govormaent in one Departsent covld lead to wore acourate decisions and 
faster action on petrolews probleme which aay orice, 

The above euggestions may seem radical to those now in governaent, 
but to intustry 14 would be a weloome relief to heave but one agency with which 
te negotiate any dealings pertaining te petroleum, 
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APPEMDIX IT 


DEPARTMENT OF DEFENSE 
WUNITIONS BOARD 
EBB Order No, S1~0/2 3 January 1951 
SUBJECT: Uharter for Munitions Board Joint Petrolewn Gomalttes 


le With the soneurrence of the Munitions Board and 
with the appra the | Seeretary of Defense, the Munitions Bosrd Joint 
Petroleuws Gomalttee ie hereby reeestablighed with mexbership and duties 
as hereia defined. 


a A tr oe ‘ 
Ec teahtinnn Hennes tae taree aleabutens uathate of Uae One ferthaen 
Petrolewa Purchasing Agenoy; and ome meuber from the Munitions Board staff, 
Reakamated te the Bivectes of the Start, 


one of the nesbere to serve as Acting Chairman of the Comittee, 
le The MB Petroleun Division will serve as 


sesisted by two Deputy dati, ns ands tren Uae wae ob teearonatiie 
The Petrolewn: Division will consist of such civilian and wilitery personnel 
88 are authorised to carry out the program of the Coanlttec, 


Be The duties of the Joint Petroleus Comittee wid — 
the ma with respect to petroleun matters: 


Re Prepare for the wutions Doar pla cowering ie 
tery aspects of industrial mobilisation on petro~ 
lew: for a future enerrency, 


be Prepare for the Joint Chiefs of Staff or the Bunitions 
Beard evaluations of the petroleum feaalbility of stra 
of petals produstien, ‘ “0 
procurement, . 
tlon —, maintained by the Joint vein suing 


Read Sa ‘or, he wih x 
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Analyze and review for the appropriate suthorities, 
as directed, both current and sobilisetion programe for 
militery requiresents for petroleus ee subsitted by 
the Services, In conection «lth such requirements: 
Bevelop, in coordination with the Office of Nequire- 
ments end Controls, detailed policies, procedures and 
etenderts for their oe and ge age yg: 
initiate requests upon the departaents for euch require~ 
merits and transait them through the Office of Require- 
ments ard Controls; review euch 6 in detell 
for saathematical correctness and conformance to instruce 
pene translation inte production objectives and deter= 
inutions of feasibility, and and sonmen’ preliainary 
aeedaohian atheduling for such 


Goordinate for the Munitions Boord policies and procraas 
for the use or disposal by the ailitery departments of 
petroleus plants and facilities, and for the neaintenance 
of an adequate industrial reserve of petrolewn facilities, 


Gonctuet or review studies on those phases of industrial 
eegurity concerned with petrolewn facilities, 


Advise the Munitions Board with reapect to foreign trade 
anc related matters which concern petrolewn, 


Prepare estimates of the petroleum capabilities for war 
of foreign nations, 


Purnish Department of Defense representation on depart— 
mental committees outelde the Departacnt of Defense on 
petroleum, end represent the Departwent of Defense in 

ite relationships with the Wilitery Petroleum Advisory 


2 


Advise the Muntions Board on coordination of specifi-~ 
eations end standardization of petroleum itens, 


Prepare euch studies ani perform such duties ani functions 
Oe ee ae oe ne ae ee 
by the Secretary of Defense, the Joint Chiefs of Staff, 
the Munitions Board, the Research and Developuent Board, 
or the Secretaries of the Aruy, Navy, and Air Force, 


Advise the Joint Ghiefs of Staff, the Munitions teard, the 
na a aeieamag arora ye the Armed Services Petroe 
Soak tabiddinn Aamkaes, oak Gas Boeseracien of tac tnen 
Navy's and Air Force, on petroleum policy astters, includ 
ing sonmente and recomendations on petrolewa legislation, 


Exercise general direction, authority, and control over 
the Armed Services Petroleum Purchasing Agency. 
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S& Gontacts and Relationships. 


Re The Committee will vapor to the Ghalmen of the Mesthions 
Board | the Birestor of Production Manegesent, The 


assigned te 
it by that Direotor, mid will konp bm inforned of ourvesh 
activities and progress on projects, The Comittee 
@dbait on ite ow initistive reoomemiations to the Director 
of Production Management on problems which fal] within the 
seope of ite responsibility, 


be The Comittee is authorised cirect contact with othor agencies 
oS Se ae oy st the Depertnent of Safe 


, poner 
requests for ae & the Joint Petrolews Comittee end will 
not duplicate functions of the Soanittee, 


: ty, Each ailitary departaent #111 tyes. fo ite letters 
wenibers or replacements to the Comalttee and Petroleum Division 
_ the appointee has security clearance for TOP SECRET information, 


&@ Prooecures, The Cawalttee will follow stamlard pro- 
eedures for operation of Joint comalttees, exeept for such provisions as 
are inconsistent herewith, 


9 ‘Thies order rescinds ani is substituted for that part of Section 
1637, MB Order “1-8, deted 1 Septuaber 1990, which 1s entitled “am 
Joint Petrolews Com! Comal ttee," 
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APPENDIX IIT 


ARMED SERVICES PETROLEUM PURCHASING AGENCY 


fi | DIRECTORATE — 
MUNITIONS BOARD ARMY NAVY AIR FORCE | 
JOINT PETROLEUM ett ts oneal ee we 


The Cref of the Bureau of Supplies 
and Accounts, USN 


The Director, Maintenance, Supply 
and Services, USAF 
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ADMINISTRATIVE DIVISION % DISTRIBUTION DIVISION j 
CTOR y ~  o oan ; 
Supervision of Administration V) “| Supervision of Distribution 4 


‘f 


SILISISISILILLSSSISISSITASSSTSSSSTSSSS SEF be 


and special reports, and other dota 


by the MBOPP, Dept of Defense 
and other Agencies. 

Mointoins financial records, super - 
wises the contro! of allocated 
funds for the Armed Services and 
handles correspondence and inquir- 
res pertaining thereto 
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> PEE ha Oe 
_EXEGUTIVE OFFICER &G OFFICE OF COUNSEL 
ee ee eet Coordinates legal ond procurement 
inn bapdhaomsahge ds ond Y yon beech Can tacvaaeiete 
petroleum poe required by the y; officers of the three Departments 
three Departments Establishes pro- Y Formulates and recommends needed 
curement policies 4 
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SPEC. (LUBOILS, GREASES) BR 


oe 
SERVICE CONTRACT 
BRANCH 
Responsible for negotiating and 4 
contracting for storage and related / 
facility services os requested by | 


nical deviations from specifications | 


development of standard procedures 7 

tor jot petroleum problems 
Coordinates with technical unrts 
| of the Armed Services for inter 


change of informoton 
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4 
legislation and reguiotory chonges 
Furnishes legal advice os requested Y 
by the Executive Officer, the Direc - 
torate and the other applicable per - 
sonnel of the Agency. 
Reviews al! proposed contract awords 
forwarded the Executive Officer for 
approval and al! contracts resulting 
from such approvols for lego! sut fi- % 
ciency. 4 
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petroleum product requirements of 
the Armed Services overseas the 


tains the procurement Purchase responsibility for all lu- of materials offered for sale or of (17 
perrelons pudete for the Sa bes, greases, packaged products Y} moteriais in storage oters 
Services os required or requested and related services. y Provides stoff assistance to techni / Analyzes, coordinates and ossists 
SILIIITLSISSTSLSSESILSLS ELSI LSSILSE ED bs cal units in Dept of Defense for in developing the Armed Services 


petroleurr transportation require 
mers 


y) 4 
y co gee | gD 
Purchase responsibility for al! avio Y) for all fuel y Responsible for coordinating the 4 
tion fuels ond related services. Y requirements (except aviation fuels) 4 supply and distribution of al! bulk 
VIII LLL for shore installations and marine Y petroleum products to meet the re 
; bunkering and related services. VJ quirements of the Armed Services 
. WIZZ db in overseas theaters and the re~- 
BULK FUELS y) ; plenishment of bulk coastal termin~ 
BRANCH y TE LIAISON ' als in the United Stotes 
responsibi lity for bulk re- y BRANCH /} LITE Z are ; 
eo of al! fuels (except avia- 4 Ph a cent ee G 
tion fuels) and related services. —¥/ Assists ond advises Executive Offi- eae wy ere > 
STATISTICS AND REPORTS WITT cer and key personne! off specifico- j Jerr 2 fe ao es - : sated 4 , 
BRANCH tions, inspection and quality sur- : Yj 
ital sari ‘ veillance Responsible tor coordmating the sup 
Responsible for the compilation PACKAGED PRODUCTS AND PP | ution of aft pot V4 
and/or analysis of records, regular 4 Evaluates the significance of tech~ / Bee Cistr Sutin of ott peckeges F ; 
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APPEROIR IV 


CHARTER POR 


1, An Armed Services Petroleum Purchasing Agency is hereby eatablished 
as a joint agency of the Departments of the Army, the Bavy, and the Air 
Foree, and shall be responsible for all purchase functions relating to 
tans and petroleun products, hereinafter referred to os petroleun 

and such other items as may be savigned from time to time, 


2 The Petrolews Purchasing Agenoy shall consist of the Guortersaster 
General of the Aray, the Chief of the Sureau of Supplies and Accounts of 
the Bavy, and the Sirector of Maintenance Supplies and Services of the 
U, &, Air Force, cach of whom shall serve successively as Chairman for a 
twouwyear terns 


36 The Petroleum Pu Ageney shell select from the three serve 
ices in rotation on exsoutive officer who shall serve for a term of two 
years wiless relieved of duty at the discretion of the Fetrolews Purchas~ 
ing Agency. The executive officer of the Petroleum Purchasing Agency, 


Agencye 

le The budgetary, — space og facilitics requirements of the 
Agency shall be met by the departments of the Army, Navy and Air Forse on 
such basis as may be agreed upon between them, 


have the the responsibility for the purchase of petroleum items for each depert- 
ment, ané for such purpose shell consolidate the esteblished requiresents 

of the three departments; shall solicit anc analyse bids, negotiate, anari, 
execute and administer contracts, inelucing claims thereuncvers shall maxe 


tation requireaents and arrange for cicaar ti eusas unk aot nomen 
tions through the appropriate office of the Department involved in transpor- 
oye. without, however, having any responsibility for operstional control 
of transportation facilities; shail coordinate Joint balk sterage hy the 
three dopartamntes and shall certify vouchers for payment by the disbursing 
offieeres of the three departments, 


— ot, 
PemnA owteaN EL S201 eRe chawas Ane 


Bins 


&, The Petrolewa Purchasing Agency shall cateblish ite om purchase 
ami contract forms, subject to the approval of the Munitions Board, It 
shall also establish ite own polioles, procedures and regulations, in 
aceardance with applicable Limitations of law and wherever practicable 
conformity with established policles, procedures and reguletiont, 


7+ The Petrolewa Purchesing Ageney ehall advise the three 1 
with reference to the echeduling of their petrolous ltem recuiresents. 


Be The Petrolews Purchasing Agenay shell render euch inforaation, 


The responsibility for the administration of pending procurement 
Li chesdaam Leman hanphenion suathohad tar Wa aeovide a0” Uk ee 


Aray-Navy Purchasing Agency is hereby trensferred to the Petroleum 
Purchasing Ageney. 


he: — bas 
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